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TRANSMITTING 


THE CONVENTION BETWEEN THE UNITED STATES OF AMERICA 
AND SWITZERLAND, SIGNED AT WASHINGTON ON JULY 9, 1951, 
FOR THE AVOIDANCE OF DOUBLE TAXATION WITH RESPECT 
TO TAXES ON ESTATES AND INHERITANCES 


Avueust 2, 1951.—The convention was read the first time and the injunction of 
secrecy was removed therefrom, and together with all accompanying papers 
was referred to the Committee on Foreign Relations and ordered to be printed 
for the use of the Senate 


Tue Wuite House, August 2, 1951. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the convention between the United 
States of America and Switzerland, signed at Washington on July 9, 
1951, for the avoidance of double taxation with respect to taxes on 
estates and inheritances. 

I also transmit for the information of the Senate the report by 
the Secretary of State with respect to the convention. The conven- 
tion has the approval of the Department of State and the Department 
of the Treasury. 

Harry S. Truman. 

(Enclosures: (1) Report by the Secretary of State; (2) estate-tax 
convention between the United States and Switzerland, signed July 
9, 1951.) 

75118—51 
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DEPARTMENT OF STATB, 
Washington, August 1, 1951. 
The PRESIDENT: 
The White House: 

The undersigned, the Secretary of State, has the honor to lay before 
the President, with a view to its transmission to the Senate to receive 
the advice and consent of that body to ratification, if the President 
approve thereof, a convention between the United States of America 
and Switzerland for the avoidance of double taxation with respect to 
taxes on estates and inheritances, signed at Washington on July 9, 
1951. 

The convention was formulated as a result of technical discussions 
between representatives of each of the two Governments. Those 
representatives undertook to determine the bases upon which double 
taxation might be avoided and certain procedures for mutual admin- 
istrative cooperation in order to effectuate the purposes of the con- 
vention. The Department of State and the Department of the 
Treasury collaborated in the negotiation of the convention, public 
announcement being made with respect to the contemplated negotia- 
tions. It has the approval of both Departments. 

It is generally conceded that estate-tax conventions are desirable 
measures for the elimination of double taxation in connection with 
the settlement in one country of estates in which nationals or residents 
of the other country have interests. It is believed that the estate- 
tax convention with Switzerland, if and when brought into force, 
will establish a satisfactory basis for ac complishing objectives es- 
sentially the same as those of estate-tax conventions now in force 
between the United States and certain other countries. The con- 
vention with Switzerland will operate in the mutual interest of the 
two countries and for the benefit of the taxpayers of both countries. 

The principal method provided by the convention with- Switzerland 
for the avoidance of double taxation is the credit system. In this 
respect it is similar to other conventions of this type which have been 
concluded by the United States. Attention should be called, however, 
to exceptional circumstances affecting the application of the conven- 
tion with Switzerland. In all other conventions concluded by the 
United States with respect to the taxation of the estates of deceased 
persons the provisions for avoidance of double taxation have related 
solely to national taxes, both as to the United States and as to the 
other government concerned. So far as United States taxes are 
concerned, the convention with Switzerland is in accord with that 
pattern, in that it deals with the Federal estate tax. It is not applicable 
to and does not affect the estate or inheritance taxes imposed by any 
State, Territory, or possession of the United States or the District of 
Columbia. As applied to Swiss taxes, on the other hand, the conven- 
tion deals with the estate and inheritance taxes imposed by the 
Swiss cantons and political subdivisions thereof. 

The national government in Switzerland does not impose estate or 
inheritance taxes, otherwise known as death duties. There are 22 
cantons in Switzerland, corresponding in a broad sense to the States 
of the United States. Twenty of those cantons impose death duties. 
Municipalities share the tax in most of the cantons, but a number of 
municipalities impose their own death duties. In most cases the 
death duties in Switzerland are taxes on inheritance, but estate taxes 
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are imposed in three of the canions, two of those three imposing also 
inheritance taxes. 

There is another notable distinction between the convention with 
Switzerland and those concluded by the United States with other 
countries: Comprehensive situs rules with respect to various cate- 
gories of property are included in other estate-tax conventions. Situs 
rules under the present United States law would remain unchanged 
in applying the Federal estate tax to estates of nonresident aliens who, 
at the time of death, were Swiss citizens or domiciliaries. In Switzer- 
land, however, death duties are not imposed by reason of the situs 
therein of movable or personal property, so that, except as to real 
property, the concept of situs rules is not applied with respect to tax 
administration in Switzerland. Consequently, the Swiss authorities 
desired that situs rules, as such, not be included in the convention. 

The death duties in Switzerland are imposed upon a twofold basis, 
namely, the domicile of the decedent within the taxing jurisdiction and, 
as to real property, the situs of such property within the canton or 
political subdivision thereof. In the United States, on the other 
hand, the Federal estate tax is imposed upon a threefold basis, namely, 
United States citizenship of the decedent, domicile of the decedent 
in the United States, and the situs of property in the United States. 
Due to the fact that Swiss death duties have a more restricted applica- 
tion, double taxation resulting from the imposition of death duties by 
the United States and Switzerland is much less of a problem than in 
the cases of other countries with which the United States has con- 
cluded estate-tax conventions. Jf, for example, a decedent were 
domiciled in the United States at the time of death, the Federal 
estate tax would apply, except as to real property outside the United 
States, with respect to the entire estate, wherever situated, including 
any personal property located in Switzerland. There would be no 
double taxation in such a case, because no death duty would be im- 
posed in Switzerland as to the personal property in Switzerland, the 
decedent not being domiciled in that country. In the case, however, 
of a decedent who was domiciled in Switzerland at the time of death, 
double taxation would result when the United States imposes the 
Federal estate tax with respect to property in excess of $2,000 situated 
in the United States and a death duty is imposed in Switzerland with 
respect to the same property. The double taxation in such case 
would be, under the terms of the convention, either eliminated or 
reduced. 

Article I describes the taxes to which the convention applies. 
That subject has been discussed hereinbefore. Article Il contains 
definitions of certain terms found in the convention. 

Article III, which corresponds to previsions in the estate-tax 
conventions concluded with Canada, France, Greece, and Norway, 
provides for a liberalization of the United States rule concerning the 
specific exemption of $2,000 in the case of an estate of a nonresident 
alien decedent. The effect of the provisions is to exempt from the 
Federal estate tax, in the case of a decedent who at the time of death 
was a nenresident alien and was domiciled in or a citizen of Switzer- 
land, an estate which does not exceed $60,000 and to provide an 
increased specific exemption, on a fairly proportioned basis, in the 
case of a larger estate. Article III also provides that, if a death 
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duty should be imposed in Switzerland on the basis of the situs of 
movable property therein, the Swiss tax authorities shall allow a 
similar prorated specific exemption for estates of decedents who were 
citizens of or domiciled in the United States at the time of death. 

Article IV contains the credit provisions, corresponding to certain 
provisions in other estate-tax conventions concluded by the United 
States. In the case of a decedent who at the time of death was a 
United States citizen domiciled in Switzerland, or in the case of a 
person not a United States citizen but regarded by this Government 
as domiciled in the United States and also regarded by the Swiss 
authorities as domiciled within their jurisdiction, the tax authorities 
of each country would allow a credit for tax paid in the other coun- 
try with respect to property situated in such other country. The 
credit provisions do not apply in regard to property situated outside 
both of the countries and subjected to tax by both countries. The 
categories of property referred to in article IV are not described in 
the form of situs rules, but the effect is much the same. As usual in 
the application of credit provisions in estate-tax conventions, the 
credit allowable could not exceed the tax of the crediting country at- 
tributable to the property which is subjected to tax in the other 
country. Paragraph (2) of article [V deals with the order of credits. 
The credit allowed by the convention is to be computed after allow- 
ance for other credits against the tax, so that neither the credit au- 
thorized by section 813 (b) of the Internal Revenue Code nor the 
credit authorized by sections 813 (a) and 936 (b) of the Code will be 
affected. Paragraph (3) of article [V lays down the condition that 
the tax for which credit may be authorized shall have been fully paid 
in the other country and, in order to assure effective operation of the 
provisions, requires exchange of information between the two coun- 
tries with respect to estates of decedents to which the credit provisions 
will apply. 

Article V provides for the filing within 5 years from the date of 
death of any claim for credit or for refund of tax founded on the pro- 
visions of the convention. No interest is to be allowed with respect 
to any amount refunded. 

Article VI contains the customary provision recognizing the right 
of taxpayers to appeal from the action of the tax authorities of either 
country where it appears that double taxation has resulted or will 
result contrary to the intent of the convention. 

Article VII provides that rules and regulations may be prescribed 
by the competent authorities of each country for carrying out the 
provisions of the convention and that the competent authorities may 
communicate directly with each other in giving effect to the con- 
vention. Any information exchanged shall be treated as secret, not 
to be disclosed to others than those concerned with the assessment 
and collection of the taxes. It is provided further that questions of 
interpretation or application of the convention or its relationship to 
conventions with other countries may be settled by mutual agree- 
ment of the competent authorities of the two countries. 

Article VIII provides for ratification and prescribes that the con- 
vention shall become effective on the day of the exchange of instru- 
ments of ratification and shall be applicable to estates or inheritances 
in the case of persons who die on or after that date. It is provided 
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also that the convention shall continue effective for 5 years and 
indefinitely thereafter, but may be terminated by either party at the 
end of the 5-year period or at any time thereafter by a 6-month prior 
notice of termination, such termination to become effective on Jan- 
uary 1 following the expiration of the 6-month period. 

Respectfully submitted. 

Dran ACHESON. 

(Enclosure: Estate-tax convention between the United States and 

Switzerland, signed July 9, 1951.) 


CONVENTION BETWEEN THE UNITED STATES OF 
AMERICA AND THE SWISS CONFEDERATION FOR THE 
AVOIDANCE OF DOUBLE TAXATION WITH RESPECT TO 
TAXES ON ESTATES AND INHERITANCES 


The President of the United States of America and the Swiss Federal 
Council, desiring to conclude a Convention for the avoidance of double 
taxation with respect to taxes on estates and inheritances, have 
appointed for that purpose as their respective Plenipotentiaries: 

The President of the United States of America: 

Dean Acheson, Secretary of State of the United States of 
America, and 

The Swiss Federal Council: 

Charles Bruggmann, Envoy Extraordinary and Minister 

Plenipotentiary of the Swiss Confederation in Washington, 

who, having communicated to one another their full powers, found 
in good and due form, have agreed as follows: 


ARTICLE I 


(1) The taxes referred to in this Convention are the following taxes 
asserted upon death: 

(a) In the case of the United States of America: The Federal 
estate tax, and 

(b) In the case of The Swiss Confederation: Estate and inherit- 
ance taxes imposed by the cantons and any political subdivision 
thereof. 

(2) The present Convention shall also apply to any other estate or 
inheritance taxes of a substantially similar character imposed by the 
United States or the Swiss cantons or any political subdivision thereof 
subsequently to the date of signature of the present Convention. 


ARTICLE II 


(1) As used in this Convention: 

(a) The term “United States” means the United States of 
America, and when used in a geographical sense means the States, 
the Territories of Alaska and Hawaii, and the District of 
Columbia. 

(b) The term “Switzerland” means The Swiss Confederation. 

(c) The term ‘‘tax’’ means the Federal estate tax imposed by 
the United States, or the inheritance or estate taxes imposed in 
Switzerland, as the context requires. 
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(d) The term ‘‘competent authorities’? means, in the case of 
the United States, the Commissioner of Internal Revenue as 
authorized by the Secretary of the Treasury; and in the case of 
Switzerland, the Director of the Federal Tax Administration as 
authorized by the Federal Department of Finances and Customs. 

(2) In the application of the provisions of the present Convention 
by one of the contracting States any term not otherwise defined shall, 
unless the context otherwise requires, have the meaning which such 
term has under its own laws. 

(3) For the purposes of the present Convention, each contracting 
State may determine whether the decedent was at the time of death 
domiciled therein or a citizen thereof. 


ARTICLE III 


In imposing the tax in the case of a decedent who at the time of 
death was not a citizen of the United States and was not domiciled 
therein, but who was at the time of his death a citizen of or domiciled 
in Switzerland, the United States shall allow a specific exemption 
which would be allowable under its law if the decedent had been 
domiciled in the United States in an amount not less than the propor- 
tion thereof which the value of the total property (both movable and 
immovable) subjected to its tax bears to the value of the total property 
(both movable and immovable) which would have been subjected to 
its tax if the decedent had been domiciled in the United States. Ifa 
tax is imposed in Switzerland by reason of movable property being 
situated within the territorial jurisdiction of the tax authority (and 
not by reason of the decedent’s domicile therein or by reason of the 
decedent’s Swiss citizenship) in the case of an estate of a decedent who 
at the time of his death was a citizen of or domiciled in the United 
States, the tax authority in Switzerland shall allow a specific exemp- 
tion which would be allowable under its law if the decedent had been 
domiciled within its territorial jurisdiction in an amount not less than 
the proportion thereof which the value of the total property (both 
movable and immovable) subjected to its tax bears to the value of the 
total property (both movable and immovable) which would have been 
subjected to its tax if the decedent had been domiciled within its 
territorial jurisdiction. 


ARTICLE IV 


(1) If the tax authority in the United States determines that the 
decedent was a citizen of or domiciled in the United States at the time 
of his death, and the tax authority in Switzerland determines that the 
decedent was a citizen of or domiciled in Switzerland at the time of his 
death, the tax authority in each contracting State shall allow against 
its tax (computed without application of this Article) a credit for the 
tax imposed in the other contracting State with respect to the following 
property included for tax by both States (but the amount of the credit 
shall not exceed the portion of the tax imposed in the crediting State 
which is attributable to such property): 

(a) Shares or stock in a corporation (including shares or stock 
held by a nominee where the beneficial ownership is evidenced 
by scrip certificates or otherwise) created or organized under the 
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laws of such other contracting State or a political subdivision 
thereof, 

(b) Debts (including bonds, promissory notes, bills of exchange, 
and insurance) if the debtor resides i in such other State, or if the 
debtor is a corporation created or organized under the laws of 
such other State or a political subdivision thereof, 

(c) Corporeal movable property (including bank or currency 
notes and other forms of currency recognized as legal tender in 
the place of issue) physically located in such other “State at the 
time of death of the decedent, and 

(d) Any other property which the competent authorities of 
both contracting States agree upon as constituting property 
situated in such other State. 

(2) For the purpose of this Article, the amount of the tax of each 
contracting State attributable to any particular property shall be 
ascertained after taking into account any applicable diminution or 
credit as provided by its law other than any credit authorized by this 
Article. 

(3) The credit provided by this Article shall be allowed only upon 
condition that the tax for which credit may be authorized has been 
fully paid; and the competent authority of the contracting State in 
which such tax is imposed shall certify to the competent authority 
of the contracting State in which credit may be allowed such infor- 
mation pertaining thereto as is necessary to carry out the provisions 
of this Article. 

ARTICLE V 


(1) Any claim for a credit or refund of tax founded on the pro- 
visions of the present Convention shall be made within five years 
from the date of death of the decedent. 

(2) Any refund or credit shall be made without payment of interest 
on the amount so refunded. 


ARTICLE VI 


Where the representative of the estate of a decedent or a beneficiary 

of such estate can show proof that the action of the tax authorities 
of one of the contracting States has resulted or will result in double 
taxation contrary to the provisions of the present Convention, such 
representative or beneficiary shall be entitled to present the facts to 
the contracting State of which the decedent was a citizen at time of 
death or of which the benefici iary is a citizen, or if the decedent was 
not a citizen of either of the contracting States at the time of death 
or if the beneficiary is not a citizen of either of the contracting States, 
such facts may be presented to the contracting State in which the 
decedent was domiciled at time of death or in which the beneficiary 
is domiciled. The competent authority of the State to which the 
facts are presented shall undertake to come to an agreement with the 
competent authority of the other contracting State with a view to 
equitable avoidance of the double taxation in question. 
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ARTICLE VII 


(1) The competent authorities of the two contracting States may 
prescribe rules and regulations necessary to carry into effect the 
present Convention within the respective States. 

(2) The competent authorities of the two contracting States may 

communicate with each other directly for the purpose of giving effect 

to the provisions of this Convention. Any information so received 
shall be treated as secret and shall not be disclosed to any persons 
other than those concerned with the assessment and collection of the 
taxes which are the subject of the present Convention. 

(3) Should «ny difficulty or doubt arise as to the interpretation or 
application of the present Convention or its relationship to conven- 
tions between one of the contracting States and any other State, the 
competent authorities of the contracting States may settle the question 
by mutual agreement. 

ARTICLE VIII 


(1) The present Convention shall be ratified and the instruments 
of ratification shall be exchanged at Berne as soon as possible. 

(2) The present Convention shall become effective on the day of 
the exchange of instruments of ratification and shall be applicable to 
estates or inheritances in the case of persons who die on or after that 
date. It shall continue effective for a period of five years beginning 
with that date and indefinitely after that period, but may be termi- 
nated by either of the contracting States at the end of that five-year 
period or at any time thereafter, provided that at least six months’ 
prior notice of termination has been given, the termination to become 
effective with respect to estates or inheritances in the cases of persons 
who die on or after the first day of January following the expiration 
of the six-month period. 


Done at Washington, in duplicate, in the English and German 
languages, the two texts having equal authenticity, this 9th day of 
July, 1951. 

For the President of the United States of America: 

[SEAL] Dean AcHESON 

For the Swiss Federal Council: 

[SEAL] CHARLES BRUGGMANN 


O 





